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On the true measure of Liability in a System of Direct Taxation. 
By Charles Jellicoe, Esq., Fellow of the Institute of Ac- 
tuaries. 

Considering the repeated discussions which have taken place 
on the question of the Income Tax, it is not a little surprising 
that the true understanding of it has not made greater progress. 
After all that has been said to demonstrate the injustice and une- 
qual pressure of the tax as at present levied, the perseverance of 
some portion of the press, and of one or two persons of considerable 
reputation as regards their understanding of such masters, in the 
opposite opinion, is quite unaccountable. It will be seen by the 
Second Report of the Committee of the House, just published, that 
some still maintain that the taxing a temporary annuity at the same 
rate as a perpetuity is perfectly fair and equitable, because, as they 
are at great pains to show, the present value in each case is mulcted 
in the same ratio. It is, at all events, satisfactory to find that these 
authorities so far admit that "present value" is the proper thing 
to tax. They maintain, in fact, that in these cases a property tax 
and an income tax have an identical operation ; and as they ap- 
prove of the one, they must clearly give their sanction to the 
other. But, unfortunately, the identical character of the two does 
not hold good, in spite of the assertion of these gentlemen to the 
contrary ; they do not observe that in the case of the temporary 
annuity the wave of taxation having once passed over, must, to 
make their argument good, leave it ever untouched thereafter, let 
the capital out of which it arises reappear in what shape it will : 
otherwise it is clear that such capital is liable to be taxed over and 
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3 On the true measure of Liability 

over again. This alone is fatal to their proposition, independently 
of the absurdity of the stipulations which they acknowledge must 
be maintained — of an unvarying rate of taxation, and a perpetual 
duration of it. Could a holder of the Long Annuities be satisfied 
that the capital he might save out of them would be tax-free after 
1860, he would not, probably, see the justice of being called upon 
to discount in the interval the payments which, in. his neighbour's 
case, might be spread out through an eternity, or which after a 
time might cease to be demanded of him at all. But it is surely 
Oinnecessary to dwell upon these misstatements further.* There is 
in reality nothing- to defend the practice of assuming income as a 
measure of liability. It was no doubt done in ignorance at first ; 
and it has been persevered in for no other reason than that it has 
been hitherto patiently submitted to. 

The true theory of direct taxation is, like most Qther things 
that are true, very simple : men associate themselves together for 
their common advantage, appoint a ruling power, and agree to 
supply it with the necessary means for its maintenance; a given 
sum is wanted at a given time, not for protection merely, but for 
carrying on during a certain interval — say, for six months before 
the levy and six months after it — all the functions of government.' 
What, then, is more evident than that to divide the burden fairly 
each individual of the community should be called upon to con- 
tribute a like proportion of his possessions at the time of the levy 
— to surrender, not a portion of what he may be receiving in the 
year, or of this or that item, but a tenth part, or a hundredth part, 
as it may be, of what he is then actually worth ? There is evi- 
dently no other measure of liabiliti/ which is perfectly equitable but 
this; for either the whole property must be the measure, or a 
part of it ; but the latter cannot be a fair indicator imless it be a 
like portion in every case, and then the result would be the same 
as would arise from taking the whole. 

The relative liability of each individual might thus be mea- 
sured by the fraction ~, P being the total] property taxed, and 
p that of the individual ; and if s be the sum to be raised, then 
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— ^s would represent the contribution to be made by each, and = 

the rate,of such contribution. Now this last fraction must always, 
from the nature of the thing, be small, and hence one great 

• A complete refutation of them will be found in the Second Report of the Income 
and Property Tax Committee, juat published. 
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advantage of such a system ; for it follows from this that the value 
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of pX/> will vary very little, though considerable changes take 

place in p ; in other words, no part of the tax properly payable 
could be evaded without such a diminution of property as could 
scarcely fail to be detected. To make this quite clear (for it is a 
very important consideration) : the suppression or concealment of 
^100 of income under the present system subjects the Government 
to a loss of £2. 18*. 4</. ; now if the tax were an equivalent one of 
Is. 9d. per cent, upon property, the concealment of the latter must 
amount to £3,333 in value before the same loss of £2. 18s. 4id. 
could be incurred. Taking into account, then, the fact that pro- 
perty is of a character so much more patent than income, it will 
be seen that evasion under a genuine property tax would be next 
to impossible. 

Another advantage in such a mode of taxation is that it 
cannot be evaded as the duties imposed by the Customs, or Ex- 
cise, or the assessed taxes can, by non-usage of the article taxed. 
I have seen this brought forward as a great merit of indirect taxa- 
tion, viz., that those who wish to avoid any payment may do so by 
such non-usage. But this is in truth one of the most objectionable 
features in it, for the rich may frequently by this means escape the 
contribution which it is their duty to make, whilst the poor, having 
no substitute to resort to, are mulcted to the uttermost. I am 
■aware that objections have been raised to this direct taxation of 
property on the score of its being a prejudicial interference with 
capital ; but the objections have no weight, and scarcely any mean- 
ing. If money must be paid to the State, the more the transaction 
can be simplified, and the more clearly its nature understood, the 
less annoyance and embarrassment will eventually be occasioned. 
It is one of the worst characteristics of indirect taxation, that the 
mischievous consequences arising from its interference with the 
free interchange or manufacture of produce are almost wholly con- 
cealed. It is true that the revenue raised by its means is ex- 
tracted from the pockets of the consimier alncfost without his know- 
ledge. But this in itself is objectionable. A rational people 
shoidd know precisely what is required, and on what principle the 
share of each in the assessment is determined ; and being satisfied 
that the one is necessary and the other just, there is no reason at 
the present day to doubt but that the required contribution would 
be cheerfully made. The writers on this subject, one and all, lose 
sight of the fact that the thing sought in these inquiries is the 
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4 On the true measure of Liability 

" measure of liability," and that when the property of a man is 
selected as this measure, it is no more interfered with than his 
height would he were that made the test in every case. 

It may be urged, that efforts will be constantly made to render 
property of less apparent value, with a view to diminish the lia- 
bility, and that this will produce the effect so much deprecated. 
But I have already shown that such a proceeding can never be 
attended with a degree' of success sufficient to warrant it. A man 
may get rid of his dogs, or put down his carriage, or cease to 
drink wine, and thus throw the burden of such taxation on other 
shoulders ; but he is not likely to seek this end by destroying his 
house, or throwing his money into the sea, and it is clear that 
under a genuine property tax nothing short of alienation will be 
effectual. 

To make this system consistent and complete, it is obviously 
necessary that no kind of property should be exempt. The 
mere fact of its being unproductive does not affect its value as 
determined for the purpose in question. There can be no 
reason for exempting the owner of property because he chooses 
to hold it in one shape instead of another. The distinction is 
purely arbitrary. The simple question in every case should be, 
what is the " cash value " of the whole, or into how much current 
money can it be converted ? This taken as the measure of liability 
necessarily puts all upon precisely the same level, and the sacrifice 
made by each is exactly proportionate. It is this species of sacri- 
fice too which is, I would contend, the only true one, and not that 
of the description advocated in some of the evidence taken before 
the Committee. It is the foregoing of a portion of the power 
which each individual has possessed himself of, over the conve- 
niences and luxuries of life, and which power the organization he 
is at intervals called upon to support has enabled him to acquire. 
The sacrifice made by each member of the community being, then, 
in one given ratio, the relation in which each stands to each is 
never disturbed, be the rate of taxation what it may ; and it is this 
quaUty as much as anything which illustrates the truth of the pro- 
posed system. Another illustration of it may be given whilst 
exposing the fallacy of a proposition advocated in the Committee 
for making the expenditure of the individual the test of his lia- 
bility. Were such a plan adopted, the relative liability might be 

denoted by the fraction =, where E is the total expenditure of the 
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population, and e that of each member of it, and the actual liability 
in each case would be found by the proportion 
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Now it will at once be seen that the factors in this expression are 
incongruous, the one simply representing a sum in ready money, 
the other expenditure; whereas in the expression for the true 

liability, viz., ^ X «, the relations are strictly analogous, the ready 

money required consisting, in fact, of portions of the property of 
the whole country converted in effect into ready money. But 
independently of these considerations, it must surely be admitted 
that the founding taxation upon expenditure merely, has nothing to 
justify it. The allowing the individual to escape because he does 
not choose to exercise the powers which he is in possession of is 
much on a par, and indeed is almost identical with, the exempting 
unproductive property; in either case the j6100,000 in gold or 
notes is to contribute nothing, and the making a contribution, 
which it is the duty of every member of the community to make in 
proportion to his means, or by some rule or other, depends sim- 
ply on his own will, and can with ease be evaded altogether, much 
in the same way as may be done under most forms of indirect tax- 
ation. Indeed, in a practical as well as a logical point of view, there 
is no " measure of liability " which can at all be put in competition 
with that which the whole property of individuals affords. It is 
more simple and direct than any other, its amount is easily arrived 
at, and even a very considerable error in the determination of it is 
immaterial ; it enforces a contribution from those whose duty it is 
to make it, for such a " measure '^ can neither be concealed nor 
evaded ; and if even it do not combine every element which should 
be introduced into a perfect system (which, however, I am by no 
means prepared to admit), its fairness and simplicity could not fail, 
were it once in operation, to render it popular, and to bring about 
changes of the greatest benefit to the commercial and manufactur- 
ing interests of the country. So much, then, for the " measure 
of Uability :" the methods by which it is proposed to represent 
all kinds of income by it must form the subject of a future article. 
But before disniissing the present one, it may be useful to 
show, as belonging to this division of the subject, what kind of 
alteration in the present Property and Income Tax enactment would 
effect the proposed change. Thus, in Ueu of the clauses called 
Schedules A, B, C, D, and E, little more would be required than 
to substitute some such sections as the following : — 
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"And be it enacted, that as regards property of every descrip- 
tion whatever, there shall be charged yearly in respect of the sale- 
able or money value thereof at the time of the levy, for every one 
hundred pounds of such saleable or money value, the sum of one 
shilling and ninepence. 

" And be it enacted, that in order to determine such saleable 
or money value in every case, the following modes of estimation be 
adopted : (that is say,) That all material objects, such as houses, 
lands, furniture, goods, chattels, plate, live and dead stock, &c., be 
estimated at such money value as competent assessors shall pat 
upon them. 

"That all rents, annuities, and dividends, in, perpetuity, whether 
arising out of lands or tenements, or public or private securities, 
be estimated at 33"333 years' purchase of their net annual value. 

"That all rents, annuities, and dividends, payable for a term 
only, arising as above, be estimated according to the duration of 
such term, at the number of years' purchase of their net annual 
value shown in the schedule marked A,* appended to this Act. 

"That all rents, annuities, and dividends, payable during the 
life of any individual, arising as above, be estimated according to 
the age of such individual, at the number of years' purchase of 
their net annual value shown in the schedule marked B,t ap- 
pended to this Act. 

" That every other description of income, whether arising from 
a profession, trade, employment, or vocation, be estimated at three- 
and-a-half years' { purchase of the net annual value thereof, the 
net annual value in every case to be that which remains after 
deduction of such portions of the annual proceeds as partake of 
a doubtful, hazardous^ or uncertain character." 

Provisions to this effect, carefully constructed, and correspond- 
ing amendments throughout the present Act, would serve to bring 
about the required change ; and should the amount raised exceed 
(as it no doubt would greatly) that produced at present under the 
operation of this tajt, a corresponding reduction might be made in 
the duties payable through the Excise or Custom House, the one 
system thus gradually superseding the other. -The reason why 
3 per cent, is chosen as the rate of interest is that some securities 
would be found of so perfect a kind as to yield only tha^ rate, so 

* An ordinary table of the value of temporary annuities at 3 per cent 
f An ordinaiy table of the ralue of life annuities at 3 per cent. 
J The reason for this will be explained hereafter. 
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that the annual proceeds of all others must be reduced to the same 
standard, it being obviously inconvenient, if not impracticable, to 
adopt an inferior standard, and to bring down first-rate securities 
to the lower leveL 

Although not acquiescing in all its details, I cannot conclude 
these few observations without paying a well merited tribute of 
praise to Mr. Hume's proposed Report. May he live to see its 
principles acted upon, and have the satisfaction of witnessing the 
beneficial results thence arising ! 



Remarks upon the present state of Information relating to the Laws 
of Sickness and Mortality, as exemplified in the Tables of Con- 
tributions, ^c. used by Friendly Societies. By H. Tompkins, 
Esq. 

[Read before the Institute of Actuaries, 28th June, 1852, and ordered by the 
Council to be printed.] 

One of the most important problems of social statistics, after the 
questions of food and labour, is to determine the ratio of mortality 
and sickness. 

The general mortality having been a subject of investigation 
during a long period, and the collection of facts and deductions 
therefrom being essential to the operations of the various respect- 
able and long-established Assurance Companies, has at length been 
determined with sufficient exactness. 

About the sixteenth century attention appears first to have 
been directed in this country to the subject of mortality ; and from 
that period to the present time there has been a succession of 
tables, &c., ending with the valuable "Enghsh Life Table." This 
table was prepared from the facts supplied by the Registers of 
Deaths under the General Registration Act. The elements of all 
these tables, being similar, should assimilate in their results ; there- 
fore the comparison of one set of these facts with others has, in 
those cases where the information has been sufficiently extensive, 
proved the experience to be cor/ect ; and where not sufficiently 
extensive, attention has been directed to the parts which may still 
be considered doubtful, a more extensive collection of facts being 
necessary. 

Allowing that a sUght increase or decrease in the comparative 
goodness of life, or in public health, in diflferent centuries, may be 



